November 2, 1998
TO WHOM IT MAY CONCERN:

Please note that the attached draft Deed of Conservation Easement is a “work
in progress” by Arizona State Parks staff and will be presented to the Arizona State
Parks Board for consideration on November 19th at their next Board meeting. No
agreement has been reached between Arizona State Parks and the Nature
Conservancy and a number of the terms in the document still need to be negotiated.

We encourage you to read this document carefully and submit any
comments by letter or come to the public meeting on November 17th. Comments
will help Arizona State Parks staff in drafting the final wording of the Conservation
Easement.

The Arizona State Parks Board is considering a proposal from the Nature
Conservancy to purchase a combination of conservation easement rights over the
bulk of the ranch and a smaller parcel in fee simple.

The San Rafael Ranch is a 22,000-acre tract of land located in the far
southeastern section of Santa Cruz County. The entire area runs north from the
Mexican border and along six miles of the Santa Cruz River. For more than 20
years, this property has been recognized as one of the highest priority sites identified
by the Arizona State Parks Natural Areas Program of the Arizona Heritage Fund. If
concluded, this purchase will be the largest property under a conservation easement
in Arizona.

The Arizona State Parks staff will be taking public input on November 17th
in Patagonia on the potential purchase of a portion of land and a conservation
easement on the 34-square-mile San Rafael Ranch. The meeting will be held from
5:00-8:00 p.m. at Cady Hall at the Patagonia Library. (Take 82 south to Patagonia go
East on 3rd Ave and two blocks to Dusquense and turn South. Cady Hall is half way
down the street on the right.)

This conservation easement agreement is also available on the Internet on
the Arizona State Parks homepage at http://www.pr.state.az.us

Thank you,

Ken Travous
Executive Director



TH S DEED OF CONSERVATI ON EASEMENT is nade this day of
January, 1999, by [TO BE DETERM NED], having an address at
(“Gantor”), in favor of THE STATE OF AR ZONA BY AND THROUGH THE
ARl ZONA STATE PARKS BOARD, having an address at__ (“Grantee”).

RECITALS:

VWHEREAS, Grantor is the sole owner in fee sinple of certain
real property in Santa Cruz County, Arizona, nore particularly
descri bed on Exhibits A and B attached hereto and i ncorporated
herein by this reference (the “Property”); and

VWHEREAS, G antor and G antee acknow edge that the Property
currently remains in a substantially undi sturbed, natural state,
has ecol ogi cal, open space and historic val ues, and provides
natural habitat for native plants and wildlife (the unique
characteristic of the Property are defined in Paragraph 2 (c)
herein and are referred to collectively as, the “Conservation
Val ues”);

VWHEREAS, the Property has historically been operated
primarily as a livestock ranching operation and G antor is
conmtted to managenent of that operation as a sustainable
ranchi ng operation which fosters abundant and diverse native flora
and fauna, clean air, clean water and stable soils, providing for
stabl e economic returns (the "Sustainable Gazing Practices");

VWHEREAS, Grantor and Grantee agree that the healthy
ecol ogi cal condition of the Property is attributable to the
hi storic use of the Property;

VWHEREAS, Grantor and Grantee share the nutual goal of
cooperation in an effort to foster private econom c | and uses that
are conpatible with the conservation of significant ecol ogi cal
val ues;

VWHEREAS, G antee recogni zes the ecol ogi cal benefits that a
sust ai nabl e ranchi ng operation provides to the native flora and
fauna, clean air, clean water and sustainable soils;

VWHEREAS, the Conservation Val ues and t he Sustai nable G azing
Practices of the Property are further docunented in an inventory
of relevant features of the Property, titled THE EASEMENT
DOCUMENTATI ON REPORT, as amended, dated and 1 ncorporated by
this reference (the "Report”), which consists of reports, nmaps,
phot ogr aphs, and ot her evidence that the parties provide, or wll
provi de, and presents an accurate representation of the condition
of the Property currently;

VWHEREAS, the Report is intended to serve as an objective,
t hough nonexcl usi ve, information baseline for nonitoring
conpliance with the terns of this Conservation Easenent;



VWHEREAS, both Grantor and Grantee acknow edge that the Report
nmust be revised within the next eighteen (18) nonths to give an
accurate inventory of the Conservation Values of the Property
after the nost recent grow ng season cycl e;

VWHEREAS, Grantor and Grantee believe that protection of the
Property, the Conservation Values and the Sustainable G azing
Practices will preserve the ecological integrity of the grassland
and riparian ecosystens of the San Rafael Valley;

VWHEREAS, all of the Conservation Values are of great
i nportance to Grantor and G antee;

VWHEREAS, Grantor, as the fee sinple owner of the Property,
owns the affirmative rights to identify, preserve and protect, in
perpetuity, the Property’s open space character, its significant
natural and cultural features and the Conservation Val ues;

VWHEREAS, Grantor desires and intends to transfer such rights
to identify, preserve and protect, in perpetuity, the Property’s
open space character, its significant natural and cultura
features and the Conservation Values, to Gantee;

VWHEREAS, G antee has recogni zed the inportance of the
preservation of natural areas using conservation easenents by the
enactment of A RS. Title 33, Chapter 2, Article 4

VWHEREAS, G antee has enacted AR S. 8 41-501, et. seq., to
acquire interests in real property to protect natural areas;

VWHEREAS, G antor intends that the Conservation Val ues and the
Sust ai nabl e Grazing Practices of the Property be preserved,
enhanced and nai ntai ned by allow ng only those | and uses on the
Property that do not significantly inpair or interfere with the
Conservati on Val ues and the Sustai nable Gazing Practices ,

i ncludi ng, those existing |land uses described in the Report;

NOW THEREFORE, for val uabl e consideration, the receipt and
sufficiency of which are hereby acknow edged, and i n exchange of
t he nmutual covenants, terns, conditions and restrictions contained
herein, and pursuant to the |aw of the State of Arizona, and in
particular A RS. 8 33- 271, et. seq., the parties hereto agree
as follows:

1. RECITALS. The parties hereto acknow edge and agree
that the Recitals stated above are true and correct as of the date
her eof .

2. DEFINITIONS. For the purposes of this Conservation
Easenent, the followi ng terns shall have the foll ow ng defined
nmeani ngs:

(a) "Agricultural Uses" shall be defined as breeding,
rai sing, pasturing and grazing donestic livestock and irrigating



crops in the Hstoric Fields;

(b) "Associated Inprovenents" shall nean such buil di ngs,
structures, inprovenents, living quarters, swinmng pools as are
customarily appurtenant to conparable single famly ranch dwelling
inthe vicinity of the Property, including, but not limted to
living quarters in connection with Agricultural Uses on the
Property;

(c) "Conmercial Feed Lot" shall nean a pernmanently
constructed confined area or facility within which the Iand is not
grazed or cropped annually, and which is maintained for the
pur poses of engaging in the business of the reception and the
feeding of livestock for hire;

(d) "Conservation Val ues" shall nean the aspects of the
Property that remain substantially undisturbed, undevel oped,
natural, open space, natural wildlife habitats, areas of
bi ol ogi cal diversity and/or ecol ogi cal inportance, short grass
prairie, riparian woodl and, cienega nmarsh and oak woodl and on t he
Property;

(e) " Devel opnent Zones" shall nean X

(f) "Gantor" shall nean , and its successors and assigns
perm tted hereunder;

(g) "Gantee" shall nean the State of Arizona, by and
through the State Parks Board, and its designated agents as may be
aut hori zed to undertake certain responsibilities herein;

(h) "H storic Fields" shall nean those agricultural fields
shown on Exhi bi t where there has been historic crop grow ng,
cattle grazing and related irrigation;

(i) "Residence" shall mean a single famly dwelling used
primarily for residential purposes;

(j) "R ver Managenent Area" shall nean the portion of the
Property, whether fenced or unfenced, consisting of approximtely
two thousand (2,000) acres that include the Santa Gruz River
Channel and associated river habitat, which is nore particularly
shown on the nmap attached hereto as Exhibit __ and incorporated
herein by this reference;

(k) "Declining Ecological Condition" shall mean the
docunent ed evi dence, using the Report as a baseline standard for
nmonitoring, during two sequential nonitoring periods of a decrease
in ground cover or species diversity of native herbaceous
perennial plants in grassland or a decrease of native river trees
seedl i ngs and saplings or decrease in ground cover of native
perenni al herbaceous plants in the R ver Managenent Area;

(1) "Ranch Managenent Plan" shall nmean a witten plan of



pl anned agricultural uses and activities on the Property devel oped
in cooperation by Gantor and Grantee, which Ranch Managenent Pl an
shall: (i) be reviewed annually by Grantor and Grantee; (ii)
prevent any use of the Property that will significantly inpair or
interfere with the Conservation Val ues and the Sustainable G azing
Practices of the Property; (iii) provide that, in the event of a
Decline in Ecological Conditions is shown, the G antor and G antee
shall nodi fy The Ranch Managenent Pl an, and inpl enment changes in
managenent, to correct the cause of the Decline of Ecol ogical
Condition; (iv) provide that within the R ver Managenent Area, no
grazing shall occur between April 1 and Cctober 31 of any year;

(v) provide that, if a Decline in Ecological Condition is shown to
occur in the River Managenent Area, the Gantee may, at its sole
di scretion, require inmedi ate renoval of livestock fromthe River
Managenent Area until the cause of the Decline of Ecol ogica
Condition in the R ver Managenent Area has been corrected; (vi)
provide that the Grantor may enploy a consultant or consult with a
third party to devel op or update the Ranch Managenent Pl an; and
(vi) provide that Grantor nay use the current Ranch Managenent

Pl an.

3. PURPOSE. The parties agree that it is the purpose of
this Conservation Easenment to: (i) assure that the Property wll
be preserved forever in its predom nantly open, scenic,
undevel oped and natural condition; (ii) prevent any use of the
Property that will significantly inpair or interfere with the
Conservation Val ues of the Property and the Property’s natural
resources and ecosystem (iii) conserve habitat for wildlife;
(iv) to protect rare and uni que native plants and ani nal s
currently known or later identified; (v) conserve the diverse
grassl and and R ver vegetative communities; and (vi) pronote the
conservation purposes stated in ARS. 8 33-271(2)(b).

4. GRANT OF EASEMENT AND DEVELOPMENT RIGHTS. In
consi deration of the sumof TEN DOLLARS AND 00/ 100 CENTS ($10. 00),
and ot her good and val uabl e consi deration, the receipt and
sufficiency of which are hereby acknow edged by the parti es,

G antor hereby voluntarily grants, conveys, transfers and sells to
Grantee a conservation easenent, in perpetuity, the terns and
conditions of which are stated herein (the "Conservation
Easenment "), over and across the Property, which Conservation
Easenment shall be appurtenant to the Property, shall run with the
| and and shall bind the G antor and Grantee in perpetuity, subject
to the terns and conditions contained herein. Further, as a part
of this Conservation Easenment, G antor hereby grants to G antee
al | devel oprment rights (except as specifically reserved herein)
that are now or hereafter allocated to, inplied, reserved or
inherent in the Property, and the parties agree that such rights
are termnated and extingui shed, and may not be used on or
transferred to any portion of the Property as it is now or
hereafter may be bounded or described, or to any other property
adj acent or other wi se, nor used for the purpose of calculating
perm ssible lot yield of the Property or any other property.




5. RIGHTS OF GRANTEE. Gantor hereby grants and conveys
the following rights to Gantee, which rights shall be in addition
to, and not in limtation of, any other rights and renedies
avail able to G antee:

5.1 To identify, preserve, protect and nonitor, in
perpetuity, the Conservation Val ues of the Property;

5.2 To prevent Grantor or third persons from conducting any
activity on or use of the Property that is prohibited or
inconsi stent with the Conservati on Easenent;

5.3 To enter upon the Property (but not building interiors
of the Residences), for four (4) visits per year during the
peri ods comencing July 1, and endi ng Cctober 31, for a period of
seven (7) days per visit, for the purpose of routine ecol ogi cal
noni toring, Ranch Managenent Pl an nonitoring, archeol ogical
survey, and otherw se enforcing nonitoring the terns of this
Conservati on Easenent, provided that, such entry shall be upon
seven (7) days witten notice to Grantor, and Grantee shall not in
any case unreasonably interfere with Gantor’s use and qui et
enj oynent of the Residence and the Property;

5.4 Upon thirty (30) days witten notice to G antor, and
subject to Grantor’s approval, which shall be in Gantor’s sole
di scretion, to enter on the Property to engage in ecol ogi ca
and/ or archeol ogi cal studies, research and special projects
provided that, G antee shall not in any case unreasonably
interfere with Gantor’s use and qui et enjoynent of the Residence
and the Property ;

5.5 To enter upon the R ver Managenent Area, for eight (8)
visits per year, each visit for a nmaxi mumof two (2) days, to
conduct controll ed, guided, pedestrian only tours of the River
Managenent Area, provided that: (i) such entry shall be upon
thirty (30) days witten notice to Gantor; (ii) Gantees shal
assune full responsibility and liability for the activity of its
personnel and guests; and (iii) such visits shall not in any case
unreasonably interfere with Grantor’s use and qui et enjoynent of
t he Residence and the Property;

5.5 To enter upon the Property at any time during the term
of this Conservati on Easenent under energency circunstances to
prevent an inmm nent default of the terns of this Conservation
Easenment or, in Gantee’'s sole discretion, to prevent damage or
destruction of the Conservation Val ues.

6. PERMITTED USES AND PRACTICES. Subject to the terms
and conditions of this Conservation Easenent, G antor reserves to
itself, and its successors, and assigns, all rights accruing from
t he ownership of the Property, including the right to engage in or
permt or invite others to engage in all uses of the Property
that: (i) are not expressly prohibited by this Conservation




Easenment; (ii) are not inconsistent with the terns, conditions,

i ntent and purpose of this Conservation Easenent; and (iii) do not
cause inmedi ate or long terns danage, harm injury, destruction or
loss to the Property, the Conservation Val ues, the natura

habitat, the wildlife and/or the natural plant life on the
Property. Gantor intends to use the Property in accordance with
the ternms and conditions of the Conservation Easenent for
agricultural, educational, residential and recreational purposes.
Wthout limting the generality of the foregoing, and w thout
infringing on the rights of Gcantee to protect the Property, the
Conservati on Val ues and the Conservation Easenent, the follow ng
rights are expressly reserved:

[NOTE TO ALL PARTIES: PARKS HAS NOT REVIEWED OR DISCUSSED
THE FOLLOWING PROVISIONS]

6.1 The right to engage in domestic |ivestock grazing and
Agricultural Uses consistent with the Sustainable G azing
Practices and the Ranch Managenent Pl an;

6.2 The right to continue all reasonabl e manner of existing
residential use and enjoynent of the buildings and grounds of the
Devel opnent Zones, including but not limted to: (i) the
mai nt enance, repair and restoration or replacenent of existing
fences; (ii) the maintenance of existing driveways and pat hs;

(iii) the maintenance of existing utility lines; (iv) imediately
around any permtted buildings on the Property, the right to cut,
renove and cl ear grass or other vegetation and to performroutine
mai nt enance, | andscapi ng, horticultural activities and upkeep,
consi stent with the purposes of this Conservation Easenent;

6.3 The right, as nutually agreed upon by the Gantor and
G antee regarding the locations, to construct the follow ng
residential/ranch i nprovenents within the boundaries of the
desi gnat ed parcel s:

[NOTE TO PARTIES: PARKS HAS NOT REVIEWED OR AGREED TO THE
FOLLOWING PROVISIONS!]

Parcel A Aten (10) acre area around the existing ranch house
within which the G antor nay repair, renodel and rebuild existing
resi dence, sheds and corrals, and the G antor may construct

addi tional corrals, sheds and or out buildings as reasonably
necessary to facilitate the operation of the ranch or to utilize
this site for residential purposes;

Parcel B: A five (5) acre area around the existing shipping
corrals within which the Gantor may repair, renodel and rebuild
existing corrals, |loading ranps, etc. and the G antor nay
construct additional corrals, ranps, etc. as reasonably necessary
to facilitate the operation of the ranch;

Parcel C A five (5) acre area around the existing hay barn within
whi ch the Grantor may repair, renodel and rebuild the existing hay



barn, and the Grantor may construct a nai ntenance shop.

Parcel D One single famly residence may be constructed within a
twenty (20) acre building zone that may be | ocated anywhere on the
Property outside of the R ver Managenent Area and such that it is
not visually intrusive on the historic ranch headquarters.

Parcel s A-D: No residence or outbuilding nmay exceed 18 feet in
hei ght from natural ground; no barn nay exceed 28 feet in height
fromnatural ground. Non-reflective material shall be used for
roofing all structures. Exterior siding, walls and roof of al
bui I di ngs shall be earth tones.

6.4 The right, upon the receipt of witten approval of
Gantee, to clear newtrails, construct new unpaved roads, utility
lines, or culverts within the Property, if necessary, in
connection with uses of the Property and only as specifically
permtted by this Conservation Easenent.

6.5 The right, upon the receipt of witten approval of
Gantee, to drill for water on the Property and to nake avail abl e
water wells and septic systens for any existing or permtted
structures on the Property, provided such wells and punpi ng does
not: (i) adversely affect wildlife habitat on the Property; (ii)
significantly reduce perennial streamflow at springs or along the
Santa Cruz River; (iii) produce no nore than 35
gal l ons-per-mnute; and (iv) breach any terns of the Conservation
Easenment or inpair the Conservation Val ues.

6.6 NOTE: THIS HAS NOT BEEN DISCUSSED BY PARKS STAFF
The right to conduct educational and non-profit activities
provided that they are consistent with this Conservati on Easenent.

6.7 The right, on any part of the Property excluding the
Ri ver Managenent Area, to cut dying, dead and downed trees for
firewood for donestic use only, provided such activity is
consi stent with the Conservation Easenent and does not inpair the
Conservati on Val ues.

6.8 The right to construct, maintain and repair fences and
such other structures as are necessary in connection with the
current or future uses of the Property permtted herein, provided
that, any fences constructed or reconstructed shall allow for the
saf e passage of wildlife, including pronghorn antel ope.

6.9 Hunting by Gantor or permttee of the Gantor,
provided that: (i) any hunting is consistent with the sport
hunting regul ations of the State of Arizona; and (ii) any hunting
does not violate the terns of the Conservation Easenent and is
consi stent with the Conservation Val ues.

6.10 The right, at a |l ocation selected with the nutua
agreenent of Grantor and Grantee, to construct and naintain a
traditional ranch dunp site for non-hazardous waste generated on



t he ranch provided that any such site operated in accordance wth
all local State and Federal Environnental Laws, rules,
regul ati ons, ordi nances and procedures.

7. PROHIBITED USES AND PRACTICES. Grantor expressly
agrees, warrants, represents, prom ses, covenants, contracts and
states that the foll ow ng uses and practices, though not an
exhaustive or conplete list, are specifically prohibited under the
terns of the Conservation Easenment and are, per se, defaults under
the ternms of the Conservation Easenent:

7.1 Any actual, inplied, attenpted, de facto, proposed or
pl anned partition, division, subdivision, lot split or sectioning
of any portion of the Property;

7.2 Any actual, inplied, attenpted, de facto, proposed or
pl anned severance, conveyance, sale, transfer, or export of any
ground water, surface water, river water or any actual or inplied
water right, fromthe Property.

7.3 Any actual, inplied, attenpted, de facto, proposed or
pl anned exploration for or extraction of oil, gas, hydrocarbons,
sand, gravel, rock, mnerals, and geothernmal energies and
pressures on or below the surface of the Property, except that
sand, gravel and rock may be extracted for use on the Property
that is necessary, reasonable and incidental to the permtted
uses.

7.4 Any actual, inplied, attenpted, de facto, proposed or
pl anned stocking of non-native fish or wildlife or transfer of
fish, anphi bians or other organisns to or from catchnents, tanks,
springs or creeks.

7.5 Any actual, inplied, attenpted, de facto, proposed or
pl anned construction or placing of any inprovenent, buildings or
structure except as expressly permtted under this Conservation
Easenent .

7.6 Any actual, inplied, attenpted, de facto, proposed or
pl anned commerci al | oggi ng.

7.7 Any actual, inplied, attenpted, de facto, proposed or
pl anned col | ecting of natural vegetation for conmercial purposes,
except that G antor shall be permtted to collect natural
vegetation for comercial purposes upon witten notice to G antee
and further provided that any conmercial collection does not
result in a Declining Ecological Condition, as defined herein.

7.8 Any actual, inplied, attenpted, de facto, proposed or
pl anned activity which requires excessive use of water, such as
irrigated crops or a golf course, except those water uses
permtted under the Ranch Managenent Pl an and the Conservation
Easenent .



7.9 Any actual, inplied, attenpted, de facto, proposed or
pl anned pl anting of non-native vegetation, except for such uses
that have historically been part of the ranching operation on the
Property.

7.10 Any actual, inplied, attenpted, de facto, proposed or
pl anned under ground storage tanks for petrol eumor other polluting
subst ances.

7.11 Any actual, inplied, attenpted, de facto, proposed or
pl anned storage or use of biocides or chemcal fertilizers, except
for those permtted under the Ranch Managenent Pl an and the
Conservati on Easenent.

7.12 Any actual, inplied, attenpted, de facto, proposed or
pl anned: (i) feeder pig operations, slaughtering, hog finishing
operations, cattle feed | ot operations, Commercial Feed Lot; (ii)
commercial raising of poultry in confined spaces; (iii) other
sim | ar operations whereby |ivestock, poultry, or other animals
are raised in an unreasonabl e conti nuous confined or controlled
environnent; and (iv) «cattle feeding operation which is not
perm ssi bl e under the terns of the Ranch Managenent Pl an; provided
that, nothing herein shall prevent Gantor from seasonally
containing livestock into an area for feeding or the |easing of
pasture for the grazing of |ivestock by others, subject to this
Conservati on Easenent;

7.13 Any actual, inplied, attenpted, de facto, proposed or
pl anned nobil e homes, travel trailers, tent trailers, self-
propel |l ed recreational vehicles and Iike structures or vehicles
| ocated or used on the Property, except for vehicul ar canpers
owned by Grantor or guests may be parked on the Property to
accommodat e reasonabl e visitation;

7.14 Any actual, inplied, attenpted, de facto, proposed or
pl anned (i) dunping of trash or other garbage on the Property,
excluding the ranch dunp perm ssi bl e under Paragraph 6.10 ; or
(ii) keeping of junked or wecked vehicles, junked farm equi prent,
or simlar itenms on the Property.

7.15 Any actual, inplied, attenpted, de facto, proposed or
pl anned installation of above ground utilities (i.e. telephone,
electric, cable TV, etc.), provided, however, Gantor shall be
permtted to install reasonably necessary bel ow ground utilities
for the Residence and other Associated | nprovenents upon the
witten approval of Gantee, which shall not be unreasonably
wi t hhel d.

7.16 Any actual, inplied, attenpted, de facto, proposed or
pl anned pavi ng of roads using asphalt or concrete.

7.17 Any actual, inplied, attenpted, de facto, proposed or
pl anned di version or punping water from any perennial spring.



7.17 Any actual, inplied, attenpted, de facto, proposed or
pl anned nodification of the topography of the Property through the
pl acenent thereon of soil, land fill, dredging spoils, or other
materi al .

8. APPROVAL BY GRANTEE. Gantor agrees in this
Conservati on Easenment to obtain from G antee prior witten
approval prior to undertaking certain permtted activities under
the terns of this Conservation Easenent nore particularly stated
in this Conservation Easemnent.

8.1 \Wienever witten approval of the Gantee is required
under the ternms of this Conservation Easenment, Gantor shall
notify Gantee in witing at |least 60 days prior to the date
G antor intends to undertake the proposed activity. The notice
shal | describe the nature, scope, design, location and tinetable
of the proposed activity in sufficient detail to permt Gantee to
make an inforned judgnent as to its consistency with the purpose
of this Conservation Easenent.

8.2 Gantee agrees to tinmely review the terns of request and
inwiting to Gantor either: (i) grant it’s approval to the
requested activity; (ii) withhold its approval to the requested
activity; or (iii) request further specific information to nake
an informed deci sion.

8.3 In the event Grantee refuses to approve a proposed
activity in witing, such witing shall state with reasonabl e
specificity the reasons for w thhol ding of concurrence, and the
conditions, if any, on which concurrence m ght otherw se be
provi ded.

8.6 Should G antee fail to deliver its witten response to
Gantor’s notice within: (i) sixty (60) days of receipt of
Gantor’s notice; or (ii) sixty (60) days of receipt by Gantee of
G antor’s additional adequate information to eval uate the proposed
activity, whichever is later, the proposed activity shall be
deermed to be approved.

8.7 Gantor and G antee agree that, in the event either
party requests the other’s witten approval for any activity
permtted under this Conservation Easenent, Gantor and G antee
shal | not unreasonably wi thhol d approval.

9. DEFAULT AND REMEDIES.

9.1 |If a dispute arises between the parties with respect to
this Conservation Easenment, G antor and Grantee agree to use
non-binding arbitration to attenpt to resolve the dispute.

Gantor agrees not to proceed with any proposed use or activity
pendi ng resolution of the dispute. The arbitrator shall be
nmutual |y approved. The arbitration shall be conducted in
accordance with the rules of the Anerican Arbitrati on Association.




Not hi ng herein shall be interpreted to prevent resort to judici al
proceedi ngs for injunctive relief or otherwise to prevent imm nent
harmto the Conservation Values, to enjoin a violation pursuant to
paragraph 9.2, or to enforce an arbitration decision, al

according to the laws of the State of Arizona.

9.2 If Gantee determnes that G antor is in default of the
terms of the Conservation Easenent or that a default is
threatened, G antee shall give witten notice to Gantor of such
default and denmand corrective action sufficient to cure the
default and, where the default involves injury to the Property
resulting fromany activity inconsistent with the purpose of this
Conservati on Easenment, to restore the portion of the Property so
infjured. If Gantor fails to cure the default within thirty (30)
days after recei pt of such notice, or under circunstances where
the default cannot reasonably be cured with a thirty (30) day
period, fails to begin curing such default within the thirty (30)
day period, or fails to continue diligently to cure such default
until finally cured, then the G antee nay bring an action at |aw
or inequity in a court of conpetent jurisdiction to enforce the
terns of this Conservation Easenent, to enjoin the default by
tenporary or permanent injunction, to recover any damages to which
it may be entitled for default of the terns of this Conservation
Easenment or injury to any protected uses or Conservation Val ues,

i ncl udi ng darmages for any |oss thereof, and to require the
restoration of the Property to the condition that existed prior to
any such injury. |If upon receipt of notice fromthe Gantee the
Gantor fails to cease the activity which caused the default, the
Gantee may bring inmediate action at law to enjoin the default by
tenporary or permanent injunction.

9.3 Enforcenent of the terns of this Conservati on Easenent
shall be at the discretion of each party, and any forbearance by a
party to exercise its rights under this Conservation Easenent in
the event of any breach of any termof this Conservati on Easenent
shall not be construed to be a waiver of such termor of any
subsequent breach of the same or any other termof this
Conservati on Easenment or of any such party’s rights under this
Conservation Easenent. No delay or om ssion by a party in the
exercise of any right or remedy upon any breach shall inpair such
right or renmedy or be construed as a wai ver.

9.4 Nothing contained in this Conservati on Easenent shall be

construed to entitle Gantee to bring any action agai nst G antor
for any injury to or change in the Property resulting from causes
beyond Grantor’s control, including, wthout limtation, acts of
trespassers, fire, flood, storm drought, pests, earth novenent,
and maj or vegetative di sease, or fromany prudent action taken by
Grantor under energency conditions to prevent, abate or mtigate
significant injury to the Property resulting fromsuch causes.
Not wi t hst andi ng t he foregoi ng, nothing herein shall preclude
Gantor’s and Gantee’s rights to pursue any third party for
danages to the Property fromvandalism trespass or any other
violation of the terns of this Conservation Easenent.



9.5 In connection with any action to enforce the terns of
this Conservation Easenment, the prevailing party shall be entitled
to award of attorneys’ fees in accordance with Arizona law. Al
reasonabl e costs incurred by G antee in enforcing the terns of
this Conservation Easenment agai nst Grantors, including, wthout
[imtation, costs and expenses of suit and reasonabl e attorneys’
fees, and any costs of restoration necessitated by Gantor’s
violation of the terns of this Easenment shall be borne by
G antors.

9.6 The terns of this Conservation Easenent shall not be
enforced by any person who is not a party to this agreenment. The
parties to the agreenment do not intend to cause or allow any
person to claimto be a third party beneficiary who has any ri ght
to enforce or interpret any terns of this agreenent.

9.7 To the extent applicable, the parties agree to nmake use
of mandatory arbitration pursuant to AR S. 8§ 12-133.

10. COSTS, INSURANCE, ENVIRONMENTAL, TAXES. Gantors
retain all responsibilities and shall bear all costs and
liabilities of any kind related to the ownership, operation,
upkeep, and nai ntenance of the Property. G antors remain solely
responsi bl e for obtaining any applicabl e governnmental permts and
approval s for any construction or other activity or use shall be
undertaken in accordance with all applicable federal, state, and
| ocal | aws, regul ations, and requirenents.

10.1 Gantors shall pay before delinquency all taxes,
assessnents, fees, and charges of whatever description |evied on
or assessed against the Property by conpetent authority
(collectively “taxes”), and shall furnish Gantee with
sati sfactory evidence of paynment upon request.

10.2 Gantors, at its expense, shall, at all times during
the termof this Conservation Easenent, maintain in full force a
policy or policies of conprehensive general liability insurance,

i ncluding property damage, witten by one or nore responsible

i nsurance conpanies |licensed to do business in the State of
Arizona, each policy to be witten on an occurrence basis, which
shall insure Gantor and Grantee against liability for injury to
persons, property and death of any person occurring in, on or
about the Property, or arising out of Grantor’s naintenance, use
or occupancy of the Property. Al general liability and persona
property danmage policies shall contain a provision that Gantor,
shall be nanmed as an additional insured and shall permt recovery
for any | oss occurred by reason of the negligence of Gantor or
its agents, enployees, sublessee or servants. Al policies shal
have a conbi ned val ue of not | ess than TEN M LLI ON DOLLARS
($10,000,000). Wthin ten (10) days of issuance of any new
policy, commtnent or renewal, a certificate of such policy,
renewal or commtnent shall be delivered to Gantee. Any failure



of Grantor to maintain the insurance policies under this
Conservati on Easenent or failure to deliver to Gantee a copy of
the policy, commtnent or renewal shall be deenmed a default under
t his Conservati on Easenent.

10.3 If, at any tinme, there occurs, or has occurred, a
rel ease in, on, or about the Property of any substance now or
hereafter defined, listed, or otherw se classified pursuant to any

federal, state, or local law, regulation, or requirement as

hazar dous, toxic, polluting, or otherwi se contamnating to the
air, water, or soil, or in any way harnful or threatening to human
health or the environment, G antors agree to take all steps
necessary to assure its contai nment and remedi ation, including any
cl eanup that may be required, unless the rel eases was caused by
the Grantee, in which case Grantee shall be responsible therefor.

10.4 Nothing in this Easenent shall be construed as giving
rise, in the absence of a judicial decree, to any right or ability
in Gantee to exercise physical or nanagerial control over the
day-to-day operations of the Property, or any of Gantors’
activities on the Property, or otherw se to becone an operator
with respect to the Property within the meaning of The
Conpr ehensi ve Environnental Response, Conpensation, and Liability
Act of 1980, as anended (“CERCLA").

10.5 Gantors hereby rel ease and agree to hold harm ess,
i ndermi fy, and defend Grantee and its Governor, Representatives,
Senators, nenbers, directors, officers, enployees, attorneys,
agents, and contractors and the heirs, personal representatives,
successors, and assigns each of them (collectively “Indemified
Parties”) fromand against any and all liabilities, penalties,
fines, charges, costs, |osses, damages, expenses, causes of
action, clains, denmands, orders, judgnents, or admnistrative
actions, including, without limtation, reasonable attorneys’
fees, arising fromor in any way connected with: (i) injury to or
t he death of any person, or physical damage to any property,
resulting fromany act, om ssion, condition, or other matter
related to or occurring on or about the Property, regardless of
cause, (excluding any liability directly attributable to the
negl i gence of one or nore of the Indemified Parties); (ii) the
violation or alleged violation of, or other failure to conply
with, any state, federal, or local law, regulation, or
requi rement, including, without limtation, CERCLA, by any person
ot her than any of the Indemified Parties, in any way affecting,
involving, or relating to the Property; and (iii) the presence or
rel ease in, on, from or about the Property, at any tine, of any
substance now or hereafter defined, |listed, or otherw se
classified pursuant to any federal, state or local |aw,
regul ation, or requirenent as hazardous, toxic, polluting, or
ot herwi se threatening to hunman health or the environnent
(excluding any liability directly attributable to one or nore the
I ndemmi fied Parties).

11. CONDEMNATION. If all or any part of the Property




t aken by exercise of the power of em nent domain or acquired by
purchase in lieu of condemation, whether by public, corporate, or
other authority, so as to termnate this Conservation Easenent, in
whole or in part, Gantors and Gantee shall act jointly to
recover the full value of the interests in the Property subject to
the taking or in lieu purchase and all direct or incidental
damages resulting therefrom Al expenses reasonably incurred
shal | be paid out of the anount recovered.

12. SUBSEQUENT TRANSFERS. Prior to any transfer, sale,
grant, conveyance, gift, deed, divestiture, |ease, hypothecation,
quitclaim nortgage or other assignnent of any or all of its
interest in the Property (collectively, "transfer"), Gantor shall
provide witten notice of the transfer to Grantee at least thirty
(30) days before th transfer. Such notice shall contain such
reasonabl e information for G antee to conduct its obligations and
activities with the entity that is the subject of the transfer.
Gantor agrees to incorporate the terns of this Conservation
Easenment by reference in any deed or other |egal instrunent by
whi ch Grantor conducts a transfer, including, without Iimtation,
a | easehol d interest.

13. NOTICE. Any notice, demand, reugest, consent,
approval , or comunication that either party desires or is
required to give to the other shall be in witing and delivered by
first class nmail, postage pre-paid, certified mail, return receipt
request ed, addressed as foll ows:

To Grantors:

To G antee:

or to such other address as either party fromtine to tine shal
designate by witten notice to the other.

14. RECORDATION. Gantee shall record this instrunent
intinely fashion in the official records of Santa Cruz County,
Arizona, and may re-record it at any tine as nay be required to
preserve its rights in this Conservation Easenent.

15. GENERAL PROVISIONS.

15.1 Controlling Law. The interpretation and performance
of this Conservation Easenent shall be governed by the | aws of the
State of Arizona.

15.2 Liberal Construction. Any general rule of
construction to the contrary notw t hstandi ng, this Conservation
Easenment shall be liberally construed in favor of the grant to
ef fect the purpose of this Conservation Easenment and the policy
and purpose of ARS. 8 41-501; 33-271, et. seq., Title 33,
Chapter 2, Article 4. If any provision in this instrunent is
found to be ambi guous, an interpretation consistent with the



pur pose of this Conservation Easenent that woul d render the
provision valid shall be favored over any interpretation that
woul d render it invalid.

15. 3 Severability. |If any provision of this Conservation
Easenment, or the application thereof to any person or
circunstance, is found to be invalid, the remai nder of the
provi sions of this Conservation Easenment, or the application of
such provision to persons or circunstances other than those as to
which it is found to be invalid, as the case may be, shall not be
af fected t hereby.

15.4 Entire Agreement. This instrunent sets forth the
entire agreenent of the parties with respect to the Conservation
Easenment and supersedes all prior discussions, negotiations,
under st andi ngs, or agreenents relating to the Easenent, all of
whi ch are merged herein

15.5 Amendment. |If circunstances arise under which an
amendnent to or nodification of this Conservati on Easenent woul d
be appropriate, Gantor and Grantee may by nutual witten
agreenent jointly amend this Conservation Easenent. Any such
anendnment shall be consistent with the purpose of this
Conservati on Easenment, shall not affect its perpetual duration,
and shall not permt any inpairnment of the significant
Conservation Val ues of the Property. Any such amendnent shall be
filed in the Registry of Deeds of Santa Cruz County, Arizona,
after all required signatures have been affixed thereto. Nothing
in this paragraph shall require Gantor or Gantee to agree to any
anmendnent or to consult or negotiate regardi ng any anendnent .

15.6 Extinguishment. |If circunstances arise in the
future that render the purpose of this Conservation Easenent
i mpossi bl e to acconplish, this Conservation Easerment can only be
term nated or extingui shed, whether with respect to all or part of
the Property, by judicial proceedings in a court of conpetent
jurisdiction. Unless otherw se required by applicable |aw at the
time, in the event of any sale of all or a portion of the Property
(or any other property received in connection with an exchange or
i nvoluntary conversion of the Property) after such termnation or
exti ngui shnent, and after the satisfaction of prior clainms and net
of any costs or expenses associated with such sale, Gantor and
G antee shall divide the proceeds fromsuch sale (m nus any anount
attributable to the value of inprovenents made by Gantor after
the effective date of this Conservation Easenent, which anount is
reserved to Grantor) in accordance with their respective
percentage interests in the fair nmarket value of the Property, as
such percentage interests are determ ned under the provisions of
paragraph 8.3, adjusted, if necessary, to reflect a parti al
termnation or extinguishment of this Easenent. Al such proceeds
received by Grantee shall be used by Gantee in a manner
consistent with Grantee’ s conservati on purposes

15.7 No Forfeiture. Nothing contained herein will result
inaforfeiture or reversion of Gantor’s title in any respect.



15. 8 Successors. The covenants, terns, conditions, and
restrictions of this Conservation Easenent shall be bi ndi ng upon,
and inure to the benefit of, the parties, hereto and their
respective personal representatives, heirs, successors, and
assigns and shall continue as a servitude running in perpetuity
with the Property. The ternms “Grantors” and “G antee,” wherever
used herein, and any pronouns used in place thereof, shall
i nclude, respectively, the above-naned Grantors and their personal
representatives, heirs, successors, and assigns, and the
above-named Grantee and its successors and assigns.

15.9 Termination of Rights and Obligations. A party’'s
rights and obligations under this Conservation Easenent termnate
upon transfer of the party’'s interest in the Conservati on Easenent
or Property, except that liability for acts or om ssions occurring
prior to transfer shall survive transfer.

15.10 Captions. The captions in this instrunent have been
inserted solely for conveni ence of reference and are not a part of
this instrument and shall have no effect upon construction or
i nterpretation.

15.11 Cancellation. This Conservation Easenent is subject
to cancellation per ARS. § 38-511.

15.12 No Subordination. Upon recordation in the records
of the Santa Cruz County Recorder, this Conservation Easenent
shal | be deened superior to all after acquired property interests
in the Property. Gantee shall have no obligation to subordinate
its rights and interests in this Conservation Easenent to any

party.

TO HAVE AND TO HOLD unto Grantee, its successors, and assigns
forever.

I N WTNESS WHERECF Grantors and G ant ee have set their hands
on the day and year first above witten.

G antors

G ant ee

by

its

{NOTARY BLOCKS}



